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Executive summary
This report offers an overview of the effectiveness of the annual appraisal (PADR), its current favour and its place in today’s world of work. Some see it as an organisations biggest challenge for success (Woolston, 2019), others see its value if it is part of a wider suite of tools for use by managers and a move away from being a purist HR function. The role of the HRBP is considered and how Performance Management has now devolved to managers with HR taking a strategic position in the world of work, though some argue this has moved out of favour.
Performance Management in the NHS requires different approaches to private sector and furthermore for different areas and specialities within its portfolio. A recent review advocates removing targets and introducing an approach that allows innovation to flourish (Hewitt, 2023). 
Performance management is an approach that must move away from the annual sit down and when done properly as part of a suite of tools, is the grounding of good people management that discusses organisational goals, individual responsibilities, and career goals within a compassionate and functional environment (Qualtrics, 2023).
Options and a recommendation are offered to move towards continuous performance conversations with further review of the current PADR that aligns with pay reviews, how this can be included in the suite of tools and not just an administrative task. Further consideration is discussed on the importance of performance leadership advocated by Armstrong (2022), also covered in the associated Managers Learning Sprint.
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1.0 Introduction
The Performance appraisal (PADR) has seen a changing pattern of use and favour amongst organisations seeking to improve performance and organisational success (Di Fiore & Souza, 2021; CIPD, 2022a). Deloitte (2023) suggest many organisations are finding PADR to be less effective and does not improve performance, adding in many cases to be damaging. Cespedes (2022) argues that the essence of PADR looks at employees contractual elements such as pay and not enough emphasis on important causal relationships of poor performance, often including elements of bias. 
An early review by DeNisi & Pritchard (2006) found that one of the reasons this type of appraisal has fallen out of trend is the lack of focus on improving performance, adding that research into this fails to address the need for performance improving goals. CIPD (2022a) provide a more recent yet different approach to the movement away from the annual sit down, the move towards regular conversions.
The PADR should not be a one-off event, as part of a wider set of processes in performance management it is seen as an administrative tool, though they can inform target setting over a longer period (CIPD, 2022a).

2.0 PADR or Continuous Employee Performance Review (EPR)
The role of a PADR can be seen as an organisations biggest challenge for success, Woolston (2019) calls it ‘sorting the good employees from the bad ones’. 
Ranjan (2021) believes it can be a successful if aligned with organisational goals, and employee value proposition (EVP) but must be part of a more well-designed overarching system. A PADR is different to performance conversations, which are transformative, regularly adopting a coaching style using appreciative enquiry to engage the employee in their performance (CIPD, 2017; CIPD, 2022a). Tyskbo (2020) suggests there is a departure between the aim with the delivery of PADR resulting in complexities.
[bookmark: _Hlk134280424]According to Tyskbo (2020) this is due to the role of the manager in the implementation of intended HR practices adding there are three complexities involved in its success: dilemmas, understandings, and local adaptations. The transformational role of human resource business partnering (HRBP) pushes PM towards managers, yet its change may have left them bereft of understanding in how to administer HR (McKinsey, 2014). Whilst the life cycle of the HRBP within WAST has evolved to People Services Leaders , the strategic essence now sits within this new approach and must re-evaluate how our current managers access and work with People Services Leaders. The move from HR being ‘hidden’ towards HRBP aims to improve performance by aligning more with leaders (CIPD, 2022b)  however, its implementation has sent different signals. 
Whilst the exploration of signalling is outside the scope of this paper, the role of signalling theory can be applied to PM and PADR as it describes the behaviour of two parties when analysing information. Using signalling one party communicates and the other party, the receiver chooses how to respond to this exchange (Connelly et al, 2011). Cespedes (2022) describes this as the importance of dialogue in understanding assumptions, bias, and the role of the manager in perceptions of the information exchange. An EPR is a more regular and transformative conversation that keeps organisational goals in flow with the aim to follow the pace of change, a PADR measures performance, EPR focuses on improving performance (Armstrong, (2022).
3.0 Perception of The Value of An Annual Appraisal.
Pulakos et al, 2019) suggest there is a paucity of evidence relating to return on investment of PADR adding further support to the growing approach of regular coaching conversations that align with the business goals, set as short-term agile outcomes. According to authors such as Pulakos (2015) decades have failed to improve the value of the annual appraisal suggesting that they ‘they continue to generate inaccurate information and do virtually nothing to drive performance’. 
Despite multiple studies that show confliction on the perception of PADR, Capelli & Conyon (2018) argue that their findings do not support the negativity found in other studies. An interesting focus in this study was on the relational aspect of ‘bias’ by examining inflated ratings related to social connections. They provide an interesting construct of PADR being ‘the equivalent of a post-contract review’ concluding PADR are informative to management, yet the study did not explore its impact on organisational performance. 
Rubin & Edwards (2020) analyse the perception of fairness and bias in PADR, this study offers a different perspective of PADR, rather than taking a negative view they propose redesigning appraisals is not the solution and ‘improving performance-focused interpersonal communication’  is the focus, which is a key thought of CIPD (2022a) supported by Armstrong (2022).
A report by CIPD (2016) offer a critical review of PADR and suggest separating the developmental performance conversations from administrative form filling. Faragher (2018) boldly stated that ‘annual appraisals are over’ supported by evidence that regular conversations were happening, yet if training hasn’t been offered these can also be detrimental to performance. CIPD (2016) advocate a check in after each conversation to ensure understanding and avoid feelings of unfairness supported by Cespedes (2022) adding that this must be an ‘iterative process from which individuals derive value’. 

4.0 Benefits of PADR
Performance appraisals can be beneficial for both employees and organisations when applied correctly with clearly defined goals/targets (CIPD, 2022a), based on a career conversation (NHS Professionals, 2023) rather than annual post outcome reviews. Whilst they offer feedback which can help employees understand their strengths, explore any weaknesses through identifying areas for improvement (Hirsch, 2020), these aren’t helpful postscript and better sat in regular intervals. Ott, (2017) stated these new approaches find employees looking for a manager as a coach, not  a boss. 
Hajnal & Staronova (2021) studied the changing patterns of PM, finding that the ‘macro and micro’ levels of organisational and employee performance is linked by separating the two typologies of ‘incentivising and developmental’. The key point of this study concludes with the significance in the inclusivity of the appraiser, appraisee and the organisation, and the importance in deriving value through engagement. Incentivising through targets boosts performance, developmental is through individual development, with engagement and performance conversations delivering growth (CIPD, 2022c; Indeed, 2023).
PADR can be used to identify training and development needs, recognise and reward achievements, and performance management. However, the value of coaching an employee through performance leadership, development conversations will align with EVP and engagement thus organisational outcomes (Deloitte, 2019; 2023; CIPD, 2021). Rubin & Edwards (2020) further add to this argument by proposing the role of perception of fairness and the removal of bias has on the effectiveness of any appraisal system. 

[bookmark: _Hlk134197195]5.0 Significance in the NHS
Hewitt (2023) argues for removing targets and spending more on preventative care, this opens a further argument in health and social care. If there are no targets the challenge would be accountability for public spending. Hewitt proposes by significantly reducing targets trusts become ‘self-improving’ allowing for innovation to flourish, with no more than 10 national priorities. Translating this into EPM, moving towards to continuous reviews of performance, aligned with organisational goals with ‘career conversations’ to support the continuous performance reviews removes the administrative focus of the current system and focuses on organisational success through the success of its people. Cappelli & Travis (2016) summarises this by taking the emphasis of accountability for the previous year away by focusing on improving performance now and in the future, through development focused conversations. 
Welsh Ambulance Service (WAST) have a performance measure on the completion of PADR under the NHS Wales Performance Framework (2022), quadruple aim three, performance measure 71. Current statistics (unreported) show a 53.4% compliance of a target 85%, no evidence to suggest completion of annual performance appraisals improves organisational targets, see tables 1 and 2 for a snapshot of the dashboards for April 2023 compliance.
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Table 1 – April 2023, week 1.
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Table 2 – April 2023, week 2.

A criticism of this ‘headcount’ approach is made by Faragher (2018) who suggest it is better to evaluate the impact of regular conversations between employee and manager than the return rate of paperwork, arguably a criticism that applies to the current performance measurement set in NHS Wales. 

6.0  Annual Appraisal in Private Sector
Deloitte UK stopped annual appraisals moving to a system called ‘Performance  Snapshot’ (HBR, 2015; CMI, 2016). The team behind this change wanted to focus on developing their people through strengths-based approach (CIPD, 2017), building teams fuelled by clarity of purpose and expectations. 
Accenture also followed the same approach now conducting more frequent feedback through a digital tool that facilitates ongoing feedback and two-way dialogue, calling it ‘performance achievement’ (Accenture, 2019).  Adobe Systems and Microsoft have also taken the frequent feedback approach (Kidwai, 2022). The relevance of this is the diverse teams within the NHS, remote, hybrid, and knowledge workers that contribute greatly requiring new ways of accountability and performance leadership (Kline, 2019).

7.0 Options and Considerations
A further tool to consider is 360-degree feedback, viewed as a more holistic tool yet little to evaluate the impact on organisational performance (HBR, 2020. (JOP, 2021) offer the term ‘agile performance management’, a mixed method approach that focuses on the employee and the organisation, growth in union methods that focus more on employees’ overall development and organisational growth. 

8.0 Conclusion and Recommendation. 
By reviewing the effectiveness, the PADR plays in organisational performance it highlights the significance of  reinforcing the importance of managers role in PM. This can be achieved through training in compassionate leadership, coaching conversations, it may be time better spent to have iterative performance conversations that focus on improving performance through interpersonal communication rather than just redesigning the PADR (Rubin & Edwards,2020).
Value of PADR has been explored with a positive view of appraisal as part of a wider  management process that delivers EVP, focuses on clarity, and engages the employee in achievable career goals that aligns with organisational goals with an overarching, robust PM system (Ranjan, 2021).
PADR have benefits and significance but must be considered as part of continuous iterations through EPR to maintain momentum of the goals set, and opportunities to review and amend as the pace of change introduces new ideas/focus for organisational growth and success. 
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